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CONFIDENTIAL USNATO 2145 
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TAGS: MPOL, NATO, UK 

SUBJECT: REDUCTIONS IN UK DEFENSE BUDGET 

AMBASSADOR PECK (UK) HAS FURNISHED ALL DPC PERMREPS WITH COPY 
OF HIS LETTER TO SYG LUNS ON CUTS IN UK DEFENSE BUDGET. 

CHANCELLOR OF THE EXCHEQUER ANNOUNCED CUTS IN HIS APRIL 15 
BUDGET STATEMENT. 

TEXT OF LETTER FOLLOWS: 

BEGIN TEXT: 

UK FEFENSE BUDGET 

1. 1 THINK IT MIGHT BE HELPFUL IF I WERE TO LET YOU AND MY 
COLLEAGUES HAVE SOME BACKGROUND INFORMATION ABOUT THE REASONS 
WHY SOME REDUCTIONS IN THE UK DEFENCE BUDGET WERE ANNOUNCED 
BY THE CHANCELLOR OF THE EXCHEQUER YESTERDAY. 

2. IN HIS BUDGET STATEMENT ON 15 APRIL THE CHANCELLOR OF 
THE EXCHEQUER OUTLINED THE EXTREMELY GRAVE NATURE OF THE 
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UNITED KINGDOM'S ECONOMIC PROBLEMS AS THEY HAVE DEVELOPED IN 
THE LAST FEW MONTHS-A BALANCE OF PAYMENTS DEFICIT LARGER 
THAN ANY IN EUROPE, FINANCED BY MASSIVE OVERSEAS BORROWING, 
WAGE-LED INFLATION RUNNING AT A RATE FAR ABOVE OTHER EUROPEAN 
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COUNTRIES, AND FINALLY A PUBLIC SECTOR BORROWING REQUIREMENT 
WHICH REPRESENTED SOME 10 PCT OF GNP IN 1974/75, AND WHICH 
ON UNCHANGED POLICIES WOULD GROW IN 1975/76 AND LATER YEARS 
TO AN EXTENT, WHICH WOULD SERIOUSLY IMPEDE THE CORRECTION 
OF THE PRESENT IMBALANCES IN THE ECONOMY. 

3. THE CHANCELLOR HAS TAKEN MEASURES INTENDED TO REDUCE THE 
PUBLIC SECTOR BORROWING REQUIREMENT BY WELL OVER POUND 1 
BILLION IN 1975/76: AND BY POUND 3 BILLION IN 1976/77. IN 

ORDER TO AVOID THE DISRUPTIONS ASSOCIATED WITH SHORT TERM 
PUBLIC EXPENDITURE CUTS THE MAIN MEANS FOR ACHIEVING THIS 
REDUCTION IN 1975/76 WILL BE A SUBSTANTIAL INCREASE IN 
TAXATION. BUT IN 1976-77 THERE WILL BE CUTS OF PUBLIC EXPEN- 
DITURE OF POUNDS 900 MILLION AT 1974 SURVEY PRICES. TOGETHER 
THESE AND OTHER MEASURES IN THE BUDGET ARE INTENDED TO 
FREE RESOURCES FOR THE UK ECONOMY TO BE ABLE TO TAKE ADVAN- 
TAGE OF THE EXPECTED UPSWING IN WORLD TRADE NEXT YEAR. OF 
THE POUND 900 MILLION CUTS, POUND 1 10 MILLION WILL BE FOUND 
FROM THE PLANNED DEFENCE BUDGET. 

4. THE REVISED TOTAL EXPENDITURE ON DEFENCE FOR THE YEAR 
1976-77 WILL BE POUND 3,690 MILLION AT 1974 SURVEY PRICES AND 
THERE WILL BE SOME CONSEQUENTIAL SAVINGS IN THE FINANCIAL 
YEAR 1975-76, POSSIBLY OF THE ORDER OF A QUARTER OF THE 
1976-77 SAVINGS. THE BULK OF THE SAVINGS ARE EXPECTED TO 

BE MADE FROM ADJUSTMENTS TO THE EQUIPMENT AND WORKS PROGRAMMES 

COMPATIBLE WITH THE DEFENCE REVIEW FORCE LEVELS. THE ESSENTIAL 

ELEMENTS OF OUR FORCES AND THUS OF OUR CONTRIBUTIONS TO 

NATO WILL REMAIN INTACT. AS A RESULT, DEFENCE EXPENDITURE 

IN 1975/76 AND 1976/77 WILL BE AT ABOUT THE SAME LEVEL 

IN EACH YEAR; BUT IN BOTH YEARS EXPENDITURE, IN PARTICULAR 

ON THE EQUIPMENT PROGRAMME, WILL BE HIGHER THAN FOR 1974-75. 

5. THE EFFECT OF THESE MEASURES WILL BE SOMEWHAT TO ACCELERATE 
THE IMPLEMENTATION OF CERTAIN OF THE DEFENCE SAVINGS ENVI- 
SAGED IN THE DEFENCE REVIEW THOUGHT IT WILL TAKE TIME TO WORK 
OUT THE PRECISE TIMINGS AND IMPLICATIONS FOR DETAILED PRO- 
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GRAMMES. WE NATURALLY REGRET THAT THIS HAS BEEN NECESSARY. BUT 
OTHER PUBLIC EXPENDITURE PROGRAMMES ARE BEING CUT BACK BELOW 
THE LEVELS PREVIOUSLY AGREED AND DEFENCE HAS HAD TO TAKE ITS 
SHARE. 

END TEXT 
BRUCE 

CONFIDENTIAL 


« END OF DOCUMENT » 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 18 AUG 1999 

Channel Indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: n/a 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 18 APR 1975 

Decaption Date: 01 JAN 1960 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: CunninFX 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1975NATO02145 

Document Source: ADS 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: 1 1 652 GDS 

Errors: n/a 

Film Number: n/a 

From: NATO 

Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1975/newtext/t1 975041 01 /abbrzjlz. tel 

Line Count: 105 
Locator: TEXT ON-LINE 
Office: n/a 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: 

Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: n/a 
Reference: n/a 

Review Action: RELEASED, APPROVED 
Review Authority: CunninFX 
Review Comment: n/a 
Review Content Flags: 

Review Date: 01 MAY 2003 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <01 MAY 2003 by ShawDG>; APPROVED <23 SEP 2003 by CunninFX> 

Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
05 JUL 2006 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: REDUCTIONS IN UK DEFENSE BUDGET 
TAGS: MPOL, NATO, UK 
To: STATE 

SECDEF INFO ALL NATO CAPITALS 

USNMR SHAPE 

USCINCEUR 

USLOSACLANT 

Type: TE 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 



